0,

of Berfuda (“Par Deciy

' STOCK PURCHASE AGREEMENT

' THISSTOCK PURCHASE AGREEMENT, dated as of March 15, 2004 (this
«p greeinent”), 18 by atid among Saféco Cotporation; a ‘Wishingten.corporation (“Seller”),
General America Corporation (“GAC”), a Washington corporation and a wholly owned .
subsidiary of Seller, White Mountains Insurance Group, Ltd., a company existing under the laws
: FOccumi Acquisition Cotp.,-a Delaware:€orporation and a wholly

ownéd siibsidiaty

WHEREAS, Seller operates on'a nationwide basis.in segments of the insurance
industry and other financial services-related businesses, including, through those certain direct -
and inditect Subsidiaries:0FSéller identified'on Schidule-A (each such person, an “Acquired
Company”), the provision-of ifidividial-and group-insifanice:products, annuity products, mutual
funds and investment advisory services; R '

Co " AVHEREAS, uy‘éfﬂéﬁrés’"?té}pﬁ:itb*ﬁ'c‘iéc“(directlyor indirectly) all of the issued
and outstanding capital stock of the Acquired Companies as of the Closing Date (collectively,
the “Shares”) for the consideration and subject to the terms and conditions set forth in this

Agreement. . o - |

- . NOW THEREFORE, in cor;sideraﬁon of the ;epre'seﬁtations, warranties,
covenants and agreements coritained Herein, and intending to be legally bound hereby; the parties
hereto agree as follows: Tl T - '

.

o ARTICEL
~ PURCHASE AND SALEOF THE SHARES
Section 1.1 - *Purchase and Sale of Shares. At the Closing, on the terms and subject to
the conditions set forth in this Agreement, Seller shall, and, with respect to the stock of SIS, shall
cause GAC to, sell, assign, transfer, convey and deliverto Buyer, and Buyer hereby agrees to

. purchase, all of the Shares, free and clear of all Liens.

Section1.2  Closing. Subject to the provisions of Article VI, the closing of the
purchases and sales contemplated by this Agreement (the “Closing”) shall take place in Seattle,
WA at the offices of Seller at 10:00 a.m. Pacific:time on the later of (i) June 30, 2004 and (ii) the
last day of the month after the date on which each-of the conditions set forth in Article V (other
than conditions that are satisfied by the delivery of documents or the payment of money at the
Closing) have been satisfied or waived by the party or parties entitled to the benefit of such
conditions (or if such day is not a Business Day, on the next succeeding Business Day); '
provided, that solely for purposes of the parties’ respective accounting, the Closing shall be
deemed, to have occurred at 12:01 a.m. on the first day of the following month, or at such other
place, at such other time or.on such other date as Parent and Seller may mutually agree. The date
on which the Closing actually occurs is hereinafter referred to as the “Closing Date.” Subject to
the provisions of Article VI, a party’s failure to consummate the purchases and sales provided for
in this Agreement on the date and time and at the place determined pursuant to this Section 1.2
will not result in the termination of this Agreement and will not relieve any party of any
obligation under this Agreement.
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‘ _ V;_‘Sééﬁqn«_li.B"' Cl'qsin‘g' Obli.gatioﬁs._: ﬁ
' : TEy :-Atﬂm-@los-'iﬁg-; :Sell& shaﬂ; or with respect to SIS, cause GAG to, deliver
% | Gy cettificates representing the Shares of the Acquired Companies that

 are direct subsidiaries of Seller and GAC, duly endorsed (or accompanied by duly
- execated stock powers) in proper form for transfer of such Shares, with '
EREIE .»a‘pﬁ‘r‘opﬁate;ere.\nsfer stamps, if-any; affixed, to Buyer;

PR (). aTransmon Services Agreement, substanﬁally' m the form attached
- Hereto a5, Exhibit A (the “Transition Services Agreement”); '

(i)  an Intellectual Property License from Seller to Buyer, substantially
inthe form attached heretoras Exhibit B (the “Buyer Intéllectual Pre :
License”); - o ce '

'(ivj ' .éiifréhsitional' Trademark License, substantially in'the 'fofm
 attached hereto as Exhibit C (the “Transitional Trademark License™); o

) R I '. v) a\,.:Léase Agreement for the Redmohd, WA campus facility,
' substantially in the form attached hereto as Exhibit D (the “Lease Agreement”);
and ' :

(vi) a:copy_ of each new _I'i_iyesuneﬁt Company Advisory Agreement (or,
where permitted, approval of the continuation of the existing Investment
o Gompany-Advisory Agreement) described in Section 4.9(b)H)B)X).

- (b) At theClosing, Buyer shall, and Parent éhall caus¢ Buyer to, deliver to
Seller, including for the benefit of GAC with respect to SIS: '

% » @ $1,350,000,000 (the “Closing Consideration”) by wire transfer of

immediately available funds to an account designated by Seller in writing at least
two (2) Business Days’ prior to the Closing Date, subject to the post-Closing

- purchase price adjustment pursuant to Section 1.4 hereof;

(i) = the Transition Services Agreement;
(iii)  the Transitional Trademark License; and
(iv) the Ledse Agreement ({he documents d{ascribed in clauses (i1)-(iv)

along with this Agreement and the Buyer Intellectual Property License, being
referred to collectively as the “Transaction Documents”).

Section 1.4  Post-Closing Adjustment.
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 (a) . Assoon as practicable following the Closing, Seller shall prepare or Gavise
*“to'be prepared audited financial statements (including balance sheetsand statements of
incomne and the requisite footnotes thereto) of the Insurance Subsidiaries:as-ofand for the

six moniths ended June 30, 2004-(the “June Financial Statements”). The June Finangial -

Statemerits (i) shall be prepared in acoprdance with SAP. (which-for purposes of:

Section 1.4 only shall include the Agreed Accouniting Policies).consisteritly appl

.

accordance with the accounting pelicies and practices. (including with respect fo. - - '

‘assumptions, estimations methodology and actuarial methodology) used:to;prepare the

" Insurance Stbsidiary Statements as of December 31,2003 (the “Déceniber. Fi

Statements”) and (if) shall be audited by Ernst& Young LLP:in-accordance L
ance

generally atcepted auditing standards in the United States (“GAAS”). . For the ar
of dotbt, certain of the accounting policies and-practices used to prepare the December
" Financial Statements and to be used to-prepare the June Finaricial Statements: forth

on Schedule 1.4 attached hereto (such policies and practices, the “A eed-Acconmting”

Policies™). No later than forty-five (45) days following the Closing, Seller shall causea .

copy of the June Financial Statements to be delivered to Buyer, along with an unqualified
executed audit opinion of Ernst & Young LLP substantiaily in the form attached hereto as
Exhibit 1.4 stating that (i) the June Financial Statements were prepared in accordance

with SAP and (i) the June Financial Statements were audited by Ernst & Young LLPin
accordance with GAAS.

. (b) Buyer shall have forty-five (45) days following delivery of the June
Finanéial Statements (the “Objection Period”) to provide written notice to Seller (the
“Obiection Notice”) of any good faith objection to any portion of the June Financial
Statements (and the June Adjusted Statutory Book Value calculated therefrom), which
objection shall be set forth with reasonable detail in such Objection Notice. Unless
Buyer timely delivers an Objection Notice before the expiration of the Objection Period,
the June Financial Statements (and the June Adjusted Statutory Book Value calculated
therefrom) shall be deemed to have been accepted and approved by Buyer and.shall
thereafter be final and binding upon Buyer for purposes of any post-closing adjustment
set forth i this Section 1.4 (and any amounts to be paid pursuant to Section 1.4(f) hereof
shall thereupon be paid). In addition, to the extent any portion of the June Financial
Statements or of the calculation of the June Adjusted Statutory Book Value shall not be
expressly objected to in the Objection Notice, such matters shall be deemed to have been
accepted and approved by Buyer and shall be final and binding upon Buyer for purposes
hereof. If Buyer timely delivers an Objection Notice before the expiration of the
Objection Period, then those aspects of the June Financial Statements objected to in the
Objection Notice shall not thereafter be final and binding unfil resolved in accordance
with this Section 1.4.
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- thereafter and-shall, during such period, dttempt 0

(@ Following receipt of any Objection:Notics,
~“in good faith-the applicable objections:set forth ther

dispute by mutual written agreement. Iftheparties
agreement shall be confirmed in wiiting and-the June] it
_revised to reflect:such agreement: (or.the parties shall otherwis
" agreement-in a written memorandum ofadjustment (anAdjustme
which agreement (arid the (i) June Financial-Stitements, as.s0
Adjusted Statutory Book Value calculated therefrom
“applicable) shall thereafter be final and bindingup
" any‘post-closing adjustment set-forth:in this Sectio

pursuant to Section 1.4(f) hereof §hall therevipon
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 Adjusted Stattory B

‘day period, cither

~Buyer{(and-any.
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reement in accordance with
o thetein, then Seller and
Ahineuree g

fhose matters § ijig‘féﬁ;gp
Book Value calc
ithini five (5) B

ion of the thirty (30)

‘Accounting Expert 1 of the thirty
¢iation to appoint

such an Accounting Expe
insuratice accouniting €xper ano
decline to or ate.disqualified from accepti
conclusive and binding upoen the parties. The Acco
matters in dispute, inclnding any adjustments to the
June Adjusted Statutory Book Val
Expert, shall be thade by a detail

, and:such appointment shall be
ifiting Bxpert's resolution:ofthe

une Financial Statements (or the
; the Accounting

PR

peid). Within s pett, each party

shall delivera written presenta ofltsp 1t1 Accounting Expett and the other

party, and the parties. will ther have ten (10) days to.p -paté a written résponse to the
other party’s presentation, “The AccountingBxpert ) réiquest ‘wiltten responses
from the parties to specific questions at any time, which shall b ¢ delivered to the
Accounting Bxpeit.and the other party. The Actouriting Expett shall make 4

" determination as Soon as practicable and in any evenit within sixty (60) days (or sich

other tirie as the parties shall agree in writirig) after its engagement. Notwithstanding

anything set forth in this Section 1.4(d), the scope of any dispute 10 be re_Sined by the
Accounting Expert pursuant to this Section 1.4(d) shall be limited to whether the June

" Financial Statements were prepared in accordance with SAP (including the Agreed

Accounting Policies), consistently applied with their application as of December 31,
2003, or whether there were mathematical errors in the June Financial Statements or the
.calculation of the June Adjusted Statutory Book Value, and, except for the foregoing
matters, the Accounting Expert shall not and is not to make any further determination.

In resolving any disputed item, the Accounting Expert may not assign a value to any
particular item greater than the greatest value for such item claimed by Seller or Buyer or
less than the smallest value for such item claimed by Seller or Buyer, 1in each case as
presented to the Accounting Expert. Seller and Buyer agree to fully cooperate with each

other and with the Accounting Expert to resolve any dispute.
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e) ) ., Seljlétﬁﬁd Buyet-agree that Judgment miay be entel;fc-df ta give e'ff_ect to the
determination of the Accounting Expett in any court having jurisdiction over the party
against which'such determination is to be enforeed. N otwithstanding aniy otheér provision

“of thlsAgreement to'the contrary,; the procedure set forth in this ‘Section 1.4 shall be each
party's exclusive remedy against the other party fo this Agreemerit with Tespect to-any

 disputes relating to ‘an adjustment to'the ‘_Closi,ﬁg Consideration; provided, however, that,
 except as provided in this sentence:and in Section 7.3(d), Seller and GAC acknowledge

: . . ‘ .

- thatneither the decision of the Accotniting Expert, if any, nor Parent-and Buyet’s
acceptance of the final and 'binding June Financial Statements shall in any way limit:or
otherwise affect Parent and Buyer’s

representation, warranty or covenant of Selier of GAC under this Agreement, or ifi Parent
and Buyer’s right to indemnification for any such breach under Axticle VIL -

Tights to.make any ¢laim fot bréach of any

(@ IftheJune Adjusted Statutory Book Value ds caloulateéd from the final and
binding June Financial Staternenits: ¢i) is gréater than the Target Statutory Book Value,
then Buyer shiall pay t6 Seller the dmotmt by which the June Adjusted Statutory Book

'Value exceeds;the Target Statutory Book Valae; or (ii) is less than the Target Statutory
_ Book Valu, then Seller shall pay to ‘Buiyer the amount by which the June Adjusted

Statutory Bodk Value is less than the Target Statutory Book Value (the amotnt of either
such adjustmient, a “Post-Closing Adjustment Amount”). The-“Purchase Price” shall
equal the Closing Consideration plus the Post-Closing Adjustment Atnount, if payable by
Buyer, or mints the Post-Closing Adjustment Amount, if payableby Seller. Buyer-and
Seller acknowledge that for purposes of the proceduresset forth in this Section 1.4 only,
the calculation of June Adjusted Statutory Book Value will be made stibject to the.
‘provisions of Section 4.15. - S -




(g)  Any Post-Closing Adjustment Amount payable by Seller pursuant to this

- Section 1.4 shall bépaid prompily by:Sellet, butin no everit later thati ten (10) Business

' Days followirg the final and binding determination of such Post:Closing Adjustment
_Amotint (as determiried by the Avéounting Bxpert). Any Post-Closing Adjustment
Amount payable by Buyer pursuant-to this Section 1.4, shall be paid promptly by Buyer,
but ifi-no evetit later thafi ten'(10) Business Days following the final and binding
getermitnation-of such-Post-Closing Adjustnient Amount (as determined by the
Accounting Expert); provided, -however, that if anyPost-Closing Adjustment Amount
pdyable by Buyer purstant to this' gction 1.4 shdll be an amount greater than $20 million
(the "Initial-Adjustment Amount"),then Buyer shall (i) pay the Initial Adjustment
Amourit to Sellet within‘ten (1:0) Businéss Days following the final and‘binding
determination of such Post-Closing Adjustmerit Amount (as determined by the
Accounting Expert) and (ii) shall issue to Seller a note (the " Adjustment Note") in the
amount of the excess of such Post-Closifig Adjustment Amount-over the Initial
Adjustmiénit Amount, payable by Parent upon the-sarlier to oceur of (4) the second
Businiess Day after the date when it becomies-permissible under applicable Law for Buyer”
to cause any Insurance Siibsidtary 6 miake a dividend to Buyer in the amount of such -
extess (and Buyer agrees to use its commiercially reasonablé efforts to facilitate the-

making of such dividend as promptly-as practicablé) and (B) the first Business Day.after .
e twelve-month annivérsary of the-date that is 90 days after the Closing Date. Payment
by either party of (i) any Post-Closing Adjustment Amount of (i) the principal of any
Adjustmént Noté shall in each case be made in immediately available funds via wire:
transfer to an account designated by the party entitled to receive such payment-in writing,
and shall in each case be paid together with interest thereon, at a rate per annum equal to
the “Prime Rate” (as reported from tirhe to time in The Wall Street Journal) plus 200
basis points, calculated on the basis of the actual number of days elapsed divided by 365,
from and including the Closing Date to bt excluding the date of payment.

(h) * All fees and expenses of Seller relating to the matters described in this
‘Section 1.4, including the preparation and delivery of the June Financial Statements and
the fees of Ernst & Young LLP and Milliman, shall be borne by Seller, and all fees and
expenses of Buyer relating to the matters described in this Section 1.4 shall be borne by

Buyer. Notwithstanding the foregoing, in the event any dispute is submitted to the
Accounting Expert for resolution as provided in Section 1.4(d) hereof, the fees and
expenses of the Accounting Expert (and any arbitrator appointing such expert, if

applicable) shall be borne equally by Seller and Buyer.
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- .. (i) - Following the Closing, Buyer:shall not take any action with respect to the
accounting books. and records of the Acquired ‘Companies and their Subsidiaries on
which the June Financial Statements or the calculation of June. Adjusted Statutory Book
' Value is o be based that is.tiot consistent with the past practices.of the Acguired

Companies {including the Agreed Accounting Policies)-and would affect the June ,
Financial Statements or the calculation of June Adjusted Statutory Book Value. Without .

' Jimiting the generality of the foregoing, no changes shallbe made in the methodology for

" establishing any resetve or other account existing as of the daite of the balance sheet
included within the June Financial Statements (including. with respect to assumptions,
estimations methodology and actuarial methodology).that would affect the June Financial
Statements or the calculation of June Adjusted Statutory Book Value,

, Sectionl.5  Closing.Costs: Transfer Taxes and Fees. Except as otherwise provided in
this Section 1.5, Buyerand Seller shall each bear 50% of the cost.of (a) all documentary, sales, |
use, stamp-and transfer Taxes and any other Taxes ‘or fees imposed by reason of the transfer of -
the Shares (and any.deficiency, interest or penalty asserted with respect thereto) (“Transfer

.

Taxes”) and filing-any associated Tax Returns and (b) all recording, filing, title and registration
fees or ofhier charges in connection with or as 2 direct result of the transfer of the Shares. Buyer
shall bear all Transfer Taxes resulting solely from the fact that Parent is a foreign entity and all
costs (inchuding those costsrelating to insurance regulatory approvals) of applying for new
Required Licenses and obtaining the transfer of existing Required Licenses which may be
lawfully transferred. : :

-. '~ ARTICLEIL - .
REPRESENTATIONS AND WARRANTIES
 OF SELLER AND GAC.

Except as set forth in the disclosure letter delivered by Seller to Buyer (the “Seller
Disclosure Letter”) (provided, that the listing of an item in one part of the Seller Disclosure
Letter shall be deemed to be a listing in each part of the Seller Disclosure Letter and to apply to
any other representation and warranty of Seller and GAC in this Agreement to which its
relevance is reasonably apparent on its face), each of Seller and GAC represents and warrants to
Buyer as of the date of this Agreement and, unless such representations and warranties address a-
matter only as of a certain date, as of the Closing Date as follows:

Section2.]  Organization. Each of Seller, GAC and the Acquired Companies has been
duly organized and is validly existing and in good standing under the laws of the jurisdiction of
its incorporation or organization and has all fequisite corporate power and authority to own, lease
and operate its properties and to carry on its business as now being conducted. Each of the
Acquired Companies is duly qualified to do business and is in good standing in each jurisdiction
in which the property owned, leased or operated by it, the sale of insurance or the nature of the
business conducted by it makes such qualification necessary, except for such failures to be so
duly qualified and in good standing that, individually or in the aggregate, would not reasonably
be expected to result in a Material Adverse Effect on the Acquired Companies.

4 Section 2.2  Capitalization.
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(@) ' The capitgﬁzaﬁon of each Acquiréd Company is set forth on Part 2.2(a) of
the Seller Disclosure Littér, and theré are 1o equity secutities issued and outstanding of

any Acquired Cornpany except as so set forth of Part 2:2(s) of the Selfer Disclosure -~ -+

" Letter: All of thie Shates are owned of record by'Seller, GAC or an‘Acquired Company.

() All of the'outstanding equity securities of each Acquired Company have

*“een duly authorized and are validly issned; fully paid and nonassessable. None of the
Shafes have been issuéd it violation of, and‘none-of the Shares dre subject to, any

o Pﬁréhasé; ;dpf_tioﬁ;qali’,'«"‘ﬁ ght'of first refusal, preemptive, subscription or simiilar rights
. under any provision of Law, the Constituent Documents of Seller or any subsidiary of
" "8éller or any Contract of Other Agréement. * ST e

o (c) The Acquiféﬂicompa’xﬂes havenio preferred stock, voting, common“ stock,
non-voting common stock,.or.other shares of capital stock reserved for or otherwise . -

" subject to issuance under existing plans or-contractual commitments. The Acquired

Companies-do not have any outstanding bonds, debentures, notes or other debt

" obligations, of any outstanding warrants or options. for the purchase of any class of equity
" séciity, the holders of which have the right to vote-or which are convertible into or
-exercisable for securities having the right to vote with the holders of the Shares on.any

matter.

(d) " There.aré no outstanding purchase rights, warrants, options, rights, '

‘ph‘an_’tom stock rights; agresments, conver’eible;,orcxchmgcable securities or other
- Contracts or Other A greements relating to the issuance, sale, yoting, rescission,

' "red.emption or transfer of any gquity securities or other securities of any Acquired
' Comp'a.’ny.r : . L .

() ~ None ofthe Acqﬁired Compames oxxj('ns,"direc'tl;' Br mdlrectly,any éabitéi

“stock ofor other equity interests in any corporation, partnership or ofher Person (other

than investments held in the Investment Portfolio in accordance with the Investment
Guidelines) and none of the Acquired Companies is a member of or participant in any
partnership or joint venture other than as may be permitted by the Investment Guidelines.

® Prior to the execution of this Agreement, Seller (i) has delivered to Buyer
true and complete copies of the Constituent Documents, each as amended to-date, of each
of the Acquired Companies and (if) has made available to Buyer true and complete copies
of the stock certificate and transfer books and the minute books of each of the Acquired
Companies. :
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requisite corporate power and authority to execute and- deliver this Agr
" Transaction Documents-to which each is a party, o perform its obligations hereunder:

"Section 2.3 . Authorization Binding Agreement. EachofSellerand No

thereunder and to consummate the transactions contemplated heréby and thereby. The
execution, delivery and performance of this. Agreement and the other Transagtion Documents to
which each is a party and the consummation of the transactions contétnplated hereby and thereby
have been duly and validly authorized by all necessary corporate actjon on the pait of €ach of
Seller and GAC. This Agreement has been duly and validly executed.and delivered t y.each of
Seller and GAC and (assuming the accuracy of the representations and warrantie
constitutes a legally valid and binding agreement of each of Seller, arid GAC enforceable against
éach of Seller and GAC in accordance with its terms, subject to (i) the effect of any applicable
‘ankruptcy, insolvency, reorganization, moratoriurh and similar laws relating 6 or affecting

créeditors’ rights-and remedies generally, and (ii) the efféct.of equitablé principles (regardless of '

whether enforcedbility is considered in a.proceeding in equity-or at law). - o

' Section 2.4 Noncentravenﬁon. Neither the éxe.cﬁfiqn and dehveryof thls
and the other Transaction Documents nor the consutirmation of the transacti
hereby and thereby will conflict with or result in-any breach of any provis

consent or approval (other than consents and approvals described in Section 2.5'b
constitute (with or without notice or lapse of time or both) a violation or default (or give rise to
any right of termination, cancellation or acceleration or to-loss of amatetial benefit).under, or

~ result in'the creation of any Lien upon the property.or assets-of any Acquired Company under,
any of the terms, conditions or provisions of (i) the Constituent-Documents of Seller, GAC or
any Acquired Company, (ii) any note, bond, mortgage, indenture, deed of trust, license, lease,
contract, commitment, agreement, arrangement or other instrument or obligation (collectively,
“Contracts or Other Agreemerits™) to which Seller, GAC or any-Acquired Company is a party-or
by which any of them or any portion of their properties or assets may be bound or-(iii) any Law
~ or Order applicable to Seller, GAC, any Acquired Company or any-portion of their properties or
assets or any Registered Investment Company or Registered Separate Account, other than in the
case of foregoing clauses (i1) and (iii), any such items that, individually or in the aggregate,
would not reasonably be expected to result in a Material Adverse Effect on the Acquired
Companies.

Section 2.5 - Approvals. No license, permit, consent, approval, order, certificate,
authorization, declarations of or filing with any Governmental Entity on the part-of Seller; GAC
or any Acquired Company that has not been obtained or madeis required in connection with the
execution or delivery by Seller or GAC of this Agreement or the other Transaction Documents or
the consummation by Seller and GAC of the transactions contemplated hereby and thereby, other
than (a) filings and other applicable requirements under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the “HSR Act”), (b) approvals, filings and/or notices
required under any applicable state or federal banking laws or any applicable state or federal
laws related to the sale or operation of insurance, investment companies, investment advisers or .
broker-dealers set forth in Part 2.5 of the Seller Disclosure Schedule, or (c) consents, approvals,

 authorizations, declarations or filings that, if not obtained or made, would not reasonably be
expected to result in a Material Adverse Effect on the Acquired Companies, or prevent Seller or
GAC from consummating the transactions contemplated hereby.

11
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e,
I
[

‘statements of mcome) as.of and for the year ended Deceinber 31;

Section.2. ¢ Financial Statements. (a) Attached as Part 2 6(a) of the Séller Dlsclosure

Letter are (i) the unaudited combmed fmanc1al statemerits’ (consls of balance sheets and

Comipanies that are not Insutance Subsidiaries and i) tHe audited fin ents
(con31st1ng of balance sheets, statements of mcome and stat:‘ - 3
related footnotes, as of and for the yéar ended Deci mbet

- Companies listed on Part 2. 6(a)(11) of the. Seller Disclostlre Letter (collectl ely, the ﬁnanmal

statements desenbed in clauses (i) and (i), the “Nofi-Ins
Non-Insurance Financial Statenierits were derived from the same’d
same methodologies as were used in the annual audited GAAP firia
included in the Seller’s filings under the Exch’_‘ Act, *and fa1 Ypres
(except, in the case of the Non—Insurance Financial § ta
the absence of footnotes) the financial condition 6f the Aoqmred Comp
Insurance Subsidiaries as of the respectlve dates-thereof and the tesults’ ,
Acquired Compames that are not Insurance Subs1d1anes for the respectlvepenod then ended.

nd p’r‘epared usmg the
s "tements_ of Seller

(b) The Acqurred Compames that are not Insurance Suhsrdl
hab1ht1es of obligations - of any nature (whether ‘aleorued; absolute, contingent,
otherwise) requiréd by GAAP to be reflected on a balance sheet or in‘thienétes thereto except 6)
as disclosed, reflected or reserved against in the balante sheet ifichaded in: ‘the: Non-lnsurance
Financial Statements and (ii) for ordinary coutse Tiabilities and’ obhgatrons ‘incurred in the
ordinary course of the business- of the: Acquired Companies that arc net Insiirance Subsidiaries
consistent with past practice since December 31, 2003 and not in violation of this Agreement.
This representation and warranty s shall not be deemed to be breached asa result of any change in
GAAP or Law after the date of this Agreement.

Sect]on 2'.7 'Certa1n‘Suh31d1anes. ) e T S - ST

(aj Insurance Subsidiaries.

12
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ter sets forthithe name of
company (collectively, the
afice.Subsidiaries is (1) duly licensed
inigurance- compay in its jutisdiction of
thorized i all material Tespects to carry on

on‘where it is required to be s6

: in all materi 33

. or authotized in all material
incorporation, (i) duly licens

authorized in all material respect

wirote a the time such Life & Antt
- conduct jts insurance and vafi ble ]
" GAC.and the Insurance i
. applicableLaw regulating th
the failure to file, individually or
. expected to result in a- Material /
. Part2.7(a)() of the Seller Discl
 GAC and the Insurance Subsidiar
for insurance regulatory purpo

verse Effect on the. Acquired Companies. -
e Letter sets forth thestates where Seller,
s are domiciled or “commercially domiciled” -
eller has eviously delivered to Parent true
 .and complete;eopies:of all.examination reports of insurance departmerits and any
 insurance regulatory authorities recéived by. any Insuranice Subsidiary since
January 1,2001. S R

(i)  Withrespect to each Tnsurance Subsidiary, each such Insurance
Subsidiary’s audited Insurance Subsidiary Statements as of and for the year ended
- Deceriber 31, 2003 are attached as Part 2.7 (a)(ii).of the. Seller Disclosure Letter. ~
Such Insurance Subsidiary Statements present (and, with respect to any Insurance
Subsidiary Statement for any quarter after December 31, 2003, and prior to the
Closing, will present) fairly in all material respects, on a consistent basis and in
accordance with the statutory accounting practices prescribed or-permitted by the
appropriate regulatory agencies of the jurisdiction in'which such Insurance
Subsidiary is domiciled (“SAP”), the financial position at the date of each such
statement and results of each such Insurance Subsidiary’s operations for each -
such referenced period. Schedule 1.4 sets forth certain of the accounting policies
and practices (including with respect to assumptions, estimations methodology
and actuarial methodology) used by Seller to prepare the December Financial
Statements. No material deficiency has been asserted in writing by any
Governmental Entity with respect to any Insurance Subsidiary Statements that has
not been addressed to the satisfaction of such Governmental Entity. Except as
indicated therein, all assets that are reflected as admitted assets on the Insurance
Subsidiary Statements comply in all material respects with all applicable Laws
regulating the business and products of insurance with respect to admitted assets,
as applicable, and the amounts of capital reflected on the Insurance Subsidiary
Statement of each Insurance Subsidiary are sufficient in nature and amount to
meet all requirements of applicable Law. The Insurance Subsidiary Statements
comply in all material respects with all applicable Law.
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. gheéts of the Insorarice’ Su7o81 i

4 apphed (B) were'based onia

~1nto aocount in deterrmn

- reflected or reserved again

" Parent-and’ luyer that i ‘inakingthe Tepresef
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(i) All reserves for pohcyholder habihtles re‘ﬂected on the balance
: Eecemberl, 1, 2003 (A) were -

deterrmned i accordance w1

to-thie relevant policy-and:cohttaCtprovi
:in all matéﬁ%al rés‘peets*(it béi.ﬁg'mnderst. od

Insurance Subsidiaries do- tiot have a: ha» ilitieso bhgatlons of any nature
{whither acorued, dbsoluté,eé: ~z®thersmse) ‘required by SAP ‘
to be refiected on 4 balince sheet-orin the niotes thereto;excer 5 dis

i 'balances ets ol

Subsidiary Statements, and ( _
4ncurred in the: ordmary course of busities! :
‘December 3152003 and notinviolation 6f

10TIS: an arramn “es mftlns
‘Section 2. 7(a)(1n) Sellerarid GAC afe not représ riting: and warranting that the
reserves referred to therein of the assets- supporting-such reserves have been or
will be sufficient or adequate for the purposes for which they were gstablished or
that reinsurance recoverables tafken into aocount iné determmmg the amount of
‘such reserves w1ll be collect1ble) : o

“(iv) - Since January-l, 2001 each Insurance Subs1d1ary has had

L. Ppro cedures-and prograins which:are réasonably designed:to provide-assurance that

its respective agents and employees are in-material compliance with Law,
including without limitation, advertising, licensing and sales practices laws;
regulations, directives, bulletins and- opinions of governmental authorities. Seller
has no knowledge of any material noncomphance with such precedures and
programs.
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e.& Annuity Contracts has been marketed and sold
&, 10 the knowledge of Seller, marketed and sold

e Jrisurance Subsidiaries, in each case, in

ts with applicable Law of the respective

ih whi h Life-& Annuity Contracts have been sold, including (i)

& prolitiitions against “redlining” or withdrawal of business lines, (ii)
cablerequirements relating:to the disclosure of the nature of insurance

as policies Gfinsurénee, (jif) all applicable requirements relating to

suranee product projections and illustrations; (iv) all applicable prohibitions

. against discrimination:based en factors relating to-race, gender, national origin or .
aflar distinctions; (v)-alkapplicable prohibitions against “churning,” or other
mpr‘épferrfreplacﬁcmeﬁt~\p,raetie§sg.(x{»i) all-applicable prohibitions: against “vanishing
reminm;” premiuimoffsets or:other under-funding of life insurance policies, (vii)
pr cquircnents relating to: “Holocaust victims” and (viif)-all other

- orprohibitions-relating o unfair trade practices under-applicable
f.theilnsurance Subsidiaries has provided-notice and disclosure; to
wehmotice and diselosure is required by applicable Law, to prospective
suredlsiof situations, if any, in which premiums are charged (orpolicy charges

~ aré imposed) from:the date of issue of a Life & Annuity Contract, notwithstanding
- ithat.covefage beging at-a later date. o o

 (vi) SinceJanuary 1,2001, each Insurance Subsidiary has maintained
records which in all material respects accurately reflect transactions in reasonable
- detail, and accounting controls, policies and procedures reasonably designed to
~ .ensure that such transactions are recorded in a manner which permits the
- _..preparation of financial statemerits in accordance with GAAP and applicable
 statutory-accounting requirements. -

~+ (vii) - Seller has delivered to Buyer a true and correct copy of the
Investment Guidelines, and since January 1, 2002 the Investment Portfolio has
been invested in compliance in all material respects with the Investment
Guidelines, as in effect at the time any such investment was made.
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i () Broker/Dealer Subsidiaries. Part 2.7(b) of the Seller Disclosure Letter sets
. {ithé GFeath A

Cqmredco

‘ fipany tht is repisteredas a'broker or dealer
ker/Dedler “

sidiaties”). -Except as would not reasonably be
d y-orinthe aggregate, a Matetial AdverseEffect-onthe
s, (i) each-of the Acqiited Compantes-and each of ifs respective -
ired in érder‘to condiict its business as'it is now conduicted, to be
1alified as ‘wbrokér-dealer-inider the Exchange-Act or, in the case
erwise reqiiired to'be registéred; licefised or qualified under the
FASD Reguléfions (which for this purpose shall include the NASD's . '
Registration Rules (Rules 1000-1140)) is sorégistered, licensed:or
so Tegistered, Ticensed or qualifiedat-all times since January 1,
6 red ufider-applicable Law fo be so registered, licensed-or qualified),
t/Dealer Sibsidiary is-a tneniber gfganization in good standing.of the
cutities exchariges, commiodities: exchanges, boards of trade,
all¢ organizdtionis and such other Governmiental Entities and
1 ifs ménibershiip-is required in order to-conduct its business as it is
; h Broket/Dealer Subsidiary has timely filed all registrations,.
eports, niotices, forms of other-filings réquired+to be filed with the'SEC;
ork Stock Exchange or any other: Governierital Entity and-all fees and
yayable in connection theréwith have been'paid, (iv) since the later
antary 1;2002, each Broker/Dealér Stibsidiary has had net:capital (as
4 Seve fined in Rule 15¢3+1 of the Exchange Act)-that satisfies the mihimum net
" capifal requitemerits of the Exchange Act and of the laws of any jurisdiction in which
- © ' guéh Broker/Déaler Subsidiary conducts business, and (v) no Broker/Dealer Subsidiary
' is, nof is any “associated person” of any Broker/Dealet Subsidiary, subject to a “statutory
. disqualifiéation”(as such terms are defined in the Exchange-Act) or subject to.a |
- disquatification that Would be'a basis for censure, limitations onthe attivities, functions -
or operations of, of suspension or revocation of the registration of such Broker/Dealer
- Subsidiary as a broker-dealer, under the Exchange Act and, to the knowledge of Seller

Y . N

and GAGC, there is no proceeding or investigation pending by any Governmental Entity or
self-regulatory srganization that is reasonably likely to result in any such censure,

-+ limitations, suspension or revocation.
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. (¢) . Investment Adviser: Part2.7(c) of the Seller Disclosure Letter sets forth
the mame of each Acquired Compeny that is registered.as.an “investment adviser” under
'~ the dnvestrent Advisers Act (an “Investm nt Adviser Subsidiary™). Except.as would not
reasonably be:expected to-result in, individually or in the aggregate, a Material Adverse
Fffect on the Acquired Companies, (i) each of the Acquired Companies and -eachi of its
- -employees.that isrequired, ib, order to conduct its business as-it is.now conducted, to be

' egistered; licensed or.qualified.as aninvestment adviserunder the Investiient Advisers
- Act ¢ séregistered, licensed or.qualified (and has been so registered, licensed-or
qualified atall times since January 1;-1 999 it has been required under applicable Law to -
be-so-registered; licensed or qualified), (ii) each “investment adviser represeiitative” (as
.+ defined in the:Investment Advisers Act).of an Investment Adviser Subsidiary, if any, who
. isredquired to be registered as such is so registered (and has been so.registered, licensed
“briqualified at all times since Janyary 1, 1999it has.been réquired under applicable Law
. to'beisoregistered; licensed orqualified), (iii) each Investment Adyiser Subsidiary has
timely filed all registrations, declarations, reports, notices, forms or other filings required
 to'be filed with the SEC oz any other Governmental Entity (the “SEC Documents”), and
as of their Tespective dates, the SEC Documents of each Tnvestment Adviser Subsidiary

compliéd in all respects with fhe. requirements of applicable Law (including the Securities

- Iiaws); and all fees and assessments due-and payable in connection therewith have been
. paid; (v)no Thvestment Adviser Subsidiary or any Person “associated” (as stich term is

- defined in the Investment Advisers Act) with any Investment Adviser Subsidiary has
been convicted of any-crime or is subject to any disqualification that would be a basis for ‘
derital, Suspension, or revocation of registration of an investment adviser under Section oy
203(e) of the Investment Advisers Act or Rule 206(4)-4(b) thereunder and, to the -
knowledge of Seller, there is no proceeding or investigation pending by any.

" Governmental Entity or self-regul atory organizationthat is reasonably likely toresult in
any such denial, suspension or revocation, (v) in the conduct of its business with respect
to-employee benefit plans subject to Title I of ERISA (“ERISA Plans”), none of the
Acquired Companies have (A) breached any applicable fiduciary duty under Part 4 of
Title I of ERISA which would subject it to liability under Sections 405 or 409 of ERISA,
(B) engaged in a “prohibited transaction” within the meaning of Section 406 of ERISA or
Qection 4975 of the Code which would subject it to liability or taxes under Sections 409
or 502 of ERISA or Section 4975 of the Code or (C) engaged in any conduct that could

~ constitute a crime or violation listed in Section 411 of ERISA that could preclude such
Person from providing services to any ERISA Plan, and (vi) each Investment Adviser
Subsidiary and each of its predecessors, if any, has at all times rendered investment
advisory services to investment advisory clients, inchuding the Clients, in compliance
with all applicable requirements as to portfolio composition and portfolio management
including the terms of any and all applicable investment advisory agreements, written
instructions from such investment advisory clients, the organizational documents of such
investment advisory clients, prospectuses, board of director or trustee directives and
applicable Law.
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(@  Except as wounld not reasonably be expected to result in, individually or in
the dpprogate, a Miterial Adverse Bffect on the Acquired-Companies, no Investment
Adviser Subsidiary has taken any action that would (x)"prevent.any.of the Registered

than a Registered Separate Account) from qualifying as a
jatry?, within e meanitig 0f Section 851-of the Code,

rifpany that:acts'asaninvestment-adviser or- distributor
Compiny-has adopted & formal code of ethics and a written

; ;5'-e'c;>m‘1§1‘ete"ax‘»lai.a)ecurat.eacoﬁyzeof each.of which-has been
whi stantially comphes:with Law. . The policies of
threspect to avoiding conflicts-of interest are-as
t theredf;as'amended, “copies of which have been
sored to Patetit; and thére Hiave been no material violations or-allegations ef violations

“of sue policies that have decurred or been made that have not been:addressed in .
; aqdordaﬁ"c'_é’wﬁh"ﬂies'e procedurés. - e ' S

o ® Eaéhilnv.e's‘tmeﬁt-Adviscr:SubsidiaTtha& at all ti,m.e_S;maintai_ngd<‘boqks and
tecords which accurately-reflect transactions in reasonable detail, and accounting

 coritrals, pelicies and procedures reasonably designed to ensure that such transactions are
(i) execuited iri accordance-with its management’s genexal or specific authorization, as
applicable, and.(if) recorded in-d manner which permits the preparation of financial .

. statements in accordance with GAAP and applicable regulatory.accounting requirements
and other account and financial data, including performance results, in accordance with
applicable regulatory requirements, and the documentation pertaining thereto is retained,
protected and diplicated in accordance with-all applicable regulatory requirements,
including the Investment Advisers Act and the Investment Company Act.

Section 2.8  Absence of Certain Changes or Events. Since December 31, 2003, the

Acquired Companies have conducted their respective businesses only in the ordinary course

consistent with past practice (except in connection with the transactions contemplated hereby)
and have used commercially reasonable efforts to preserve intact the business organization of the
Acquired Companies and to maintain satisfactory relationships with the customers, suppliers and
employees and others with which the Acquired Companies have business relationships and,
without limiting the generality of the foregoing: ‘

(a) There have been no changes, effects, events, Qccurrencés or developments
which, individually or in the aggregate, have had or would reasonably be expected to
' result in a Material Adverse Effect on the Acquired: Companies.

18
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| ‘ (b)- Nomewofthe Acqui‘r‘éd*Companieshas' sold, ass,igné&,. transfefred or
conveyed any Proprietary Right. T o

(S)  Except as ofherwise contemplated by this Agreement or as required to
ensure that any Plan is maintained in compliance with-applicable Law or to comply with
any Contract or Other Agreémentregarding Business Employees or Plan entered into

~ prior to the-date hereof (complete-and accurate.copies of which have been heretofore
.. delivered to Buyer), none of the Acquired Companies has (A) adopted, entered into,
tefminated or amended any collective bargaining agréement or Plan or any Contract or
© Other Agreement with respect to any current.or former-employees of an Acquired.
Company or any Bank Channel Employee, (B) increased in any manner the
compensation, bonus or fringe or other benefits of, or paid any bonbs of any kind or
+ amount-whatsoever to, any current of former Business: Employee,-except for any planned
~4dlary increases and .payrnent‘of'bonuSes; each as deseribed in Part 2.8(c) of the Seller
© Disclostire Letter, (C) paid any benefit or amount net required undet any Plan or Contract
. or Othier Agreement as ifeffect on the date of this Agreement, other than as _
© conteniplated in the foregoing clause (B); ():except in the-ordinary course of business
consistent with past practice, granted or paid.any severance ortermindtion pay or.increase
i sty manner the severanee or termination pay. of any current or former. employees of an
Acquired-Company or any Bank: Channel Employee, (E). granted any awards under any
bonus, incentive, performance or other Plan, Contract or Other Agreement or otherwise,
other thian as contemplated in the foregoing clause (B), (F) taken any action to fund or in
- any'‘other way secure the payment of compensation of benefits under any Plan-or "
Contract or Other Agreement, (G) taken any action to: accelerate the vesting or payment
- of any compensation or benefit under any Plan or Contract or Other Agreement or
- (H) ‘maferiall‘y-'"dhaﬁ’géd"-any-jactuarial-or'—dth*éi'-*-assumpﬁfenus'ed—to-~ealgulate funding - -
obligations with respect to any Acgquired Company Plan or changed the manner in which ‘
contributions to any Acquired Company Plan are made or the basis on which such
contributions are determined. - ' '

(d) ~ No Acquired Company has effected-any amendment or modification to its
_ Constituent Documents. .

_(¢) None of the Acquired Companies has made any material change in its
fiscal year, accounting methods or principles used for GAAP or statutory reporting
purposes, except for changes which are required by Law, SAP or GAAP of all enterprises
in the same business. =

§3)] Except in the ordinary course of business consistent with past practice, no
Acquired Company has made any material change, and neither Seller, GAC nor any
Acquired Company has permitted any of the Insurance Subsidiaries to make any material
change, in its underwriting or claims management practices, pricing practices, reserving
practices, reinsurance practices, marketing practices or investment policies or practices or
Investment Guidelines, except in each case as required by Law.

(g)  None of the Acquired Companies has made any new material Tax election
or any settlement or compromise of any material income Tax liability.
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(h)  No Acquired Company has revalued any. properties or assets, including
. writing offnotes or accotnts receivable, othef thar in the ordinary course of the business
of the applicable Acquired-Company;-or as required by applicable Law, SAP or GAAP.
.. (@) Theinvestments of the Acquired Companies have:been maintained, and
- no sales-or other dispositions of investments:have been éffected; other than in-accerdance
.+ with the Investmerit Guidelines and in'the‘ordinary course:of business. -

() - The Seller lias not taken or failed to take.any.action or permitted any

Acquired Company to.take or fail to take any action; in each- case for the purpose of -

.. ither; (i) shifting statutery incorrie or surplus from, the peried following June 30, 2004 to
the:period preceding June 30,:2004 or:(ii) increasing statutory income or surplus with the
-intent of increasing the.June Adjusted. Statutory Book: Value or increasing the Closing .

. Consideration to the detriment of Buyer and Parent; provided, however, that Parent and

- Buyer agree thatany action taken by Seller; to the extent necessary to.ensure that an

independent-auditor's opinion will be unqualified after.an issue as to ability to give an
' ‘ ishall not be deemed to be a'breach of this

unqualified opinion is raised by such aud1tor, i
Section 2.8(). ' :

S (k) No Aeqhired Companyhaslaunched or inﬁrdduced any mate_rigﬂ new
product or service: N ‘ . :

Section 2.9  Litigation, Judgments, No Default, Btc. There is no suit, action or_
proceeding (eollectively, “Proceeding”) pending or, to the knowledge of Seller, threatened in
writing since January 1, 2001, to-which any of the Acquired Companies or any Registered
Investment Company or Registered Separate Account is.a party and which (i) relate to or involve
a claim for specified damages of more than $1,000,000, (ii) relate to or involve any class action
claims, (iii) seek any material injunctive relief or (iv) would réasonably be expected to give rise
to any legal restraifit on or prohibition against the transactions contemplated by this Agreement.
There is no Proceeding or claim by any of the Acquired Companies pending, or which the Seller.
or a- Subsidiary intends to initiate on:behalf of any Acquired Company, against any other Person.
To the knowledge of Seller, there is no:pending or threatened investigation of any.of the
Acquired Companies or any Registered Investment Company or Registered Separate Account by
any Governmental Entity. To the knowledge of Seller, there is no judgment, decree, injunction
(preliminary or otherwise), rule or order (collectively “Orders™) of any arbitrator or,
Governmental Entity outstanding against any of the Acquired Companies, any Registered
Investment Company or any Registered Separate Account.

Section 2. 10 Compliance; Material Contracts.

" () No Acquired Company is in violation, breach or default of any term,
condition or provision of its Constituent Documents.

20

[[NYCORP:2357394v1 9:4732 W:03/16/04--04:22 p]]



. . {b). -.-None of the Acquited Companiés-or, to the knowledge of Seller, any other
party thereto, is #n vielation of.or-in breach or default under (nor, to the knowledge-of -
Seller, does there exist any condition which upon the passage of time or the giving of
notice:or both worild cause such a vielation of or breach or default under) any Material
Contract (as-defined below)to which any Acquired Company is a party orby which any
of them or any portion of their respective properties orother assets'may be bound, except
for violations, breaches or defaults that, individually or in the aggregate, ‘would not
reasoriably’bé expected to result in'a Miaterial Adverse Effect on the Acquired
Companiesy Other than Related Contracts, none of the Acquired Companies’has entered
into any Contract or Other Agreement with any Affiliate of the Seller (other than another
Acquired Company) that is in effect. Part 2.10(b) of the ‘Seller Disclosure Letter sets

forth a true and complete list of each Contract or Other Agreement (other than a Life'and ‘

Astniiity. Contract or Reliited Contract entered inte-in the ordinary course of business) to

wiiéh any Adquired Cotnpariyis a party; or by which any of them or any portion-of their
 respective properties or other assets miay bebound, and-that is of a nature described

Below inthis Section 2.10(b) (each, a “Material Contract”):" . S

o @) an employment contract (whether oral or written) that has an

aggiegdte future lability in excess of $100,000 and is not terminable by such
Acquired Company by notice of not more than 60 days for a costofless than
$50,000; |

(i) aCentractor Other Agreement  (x) containing a provision limiting
. the ability of any Acquired Company to engage in any line of insurance or asset
- rpanagement in any geo graphical area or to compete with any Person, or
" {y) providing for “exclusivity” as aresult of which any Acquired Company i
- restricted with respect to distribution and marketing; S '

(iif) ~ ‘a (A) management, service, consulting or other similar type of
contract or (B) advertising agreement or arrangement, in any such case which has
an aggregate future liability to any person (other than another Acquired '
Company) in excess of $250,000 and is not terminable by such Acquired
Company by notice of not more than 60 days for a cost of less than $125,000;

(iv)  amaterial license, option or other agreement relating in whole or in

part to any Proprietary Rights described in Section 2.14 (including any license or
other agreement under which any Acquired Company is licensee or licensor of
any such Proprietary Right); ’

(V) aContract or Other Agreement under which any Acquired
Company has borrowed any money from, or issued any note, bond, debenture or
other evidence of indebtedness to, any Person, or any other note, bond, debenture
or other evidence of indebtedness issued to any Person, in any such case which,
individually, is in excess of $1,000,000; '
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(vi)  aContract or Other Agreement under which (A) any Person has
directly or indirectly guaranteed indebtedmess, liabilities or obligations of such
Acquired Company or (BY any Acquired Company bas directly of indirectly .

' guardnteed indebtedness, liabilities.or obligations of any Person (in each-case -
. “other thaiéndorsements for the purpose of collection in the ordindry eourse-of
.. ‘bisifiéss), in'any such case which, individually, is in excess of $1,000,000;

o (vil) a Contract or Other Agréement under which such Aequired ‘

- ‘Company has made any advance, loan, extension of credit or capital contribution
to, or other investment in, any Person, in.any such case which, individually,isin -
excess of $1,000,000; ‘

- (viii) . ‘a Contract-or Other Agreement providing for indemmification
‘dutside of the ordinary coutse of business of any Person with respect to liabilities
o Tfelating to any.current or former business of any Acquired Company or any ‘
. predecessor to an Acquired Company; : .

o .v~('i;x) .. aContract oi‘_ Other Ag;rée;ment Wlthany Person _(othei' than an
‘Acquired Company) to which a Broker/Dealer Subsidiary is:a party and pursuant-
t0 which such Broker/Dealer Subsidiary acts as a placement agent for securities;

. )  aContract or Other.Agreement by or to which any Acquired.
Company or.any of an Acquired Companies’ assets or business is bound or
- subject which has an aggregate future liability to any Person (other than aficther
; - Acquired Company) in excess of $1,000,000 and is not terminable by such
' Acquired Company by notice of not more than 60 days for a cost of less than
$500,000; : ' : '

(i) aContract or Other Agreement preventing the solicitation for -
employmént.of third patties by the applicable Acquired Company; '
' (i) a “standstill” Contract or Other Agreement prohibiting an
_ Acquired Company from acquiring the assets or securities of any person;

(xiii) a partnership,' joint venture, shareholders or other similar Contract
or Other Agreement with any Person; or :

- (xiv) a Contract or Other Agreement relating to the future disposition or
acquisition of any investment in any person or of any interest in any business
enterprise (other than the disposition or acquisition of investments in the ordinary

. course of the business of the applicable Acquired Company, including the
disposition or acquisition of investments forming part of the Investment
Portfolio), or requiring an Acquired Company to purchase any security (other than
the disposition or-acquisition of investments in the ordinary course of business of
the applicable Acquired Company, including the disposition or acquisition of
investments forming part of the Investment Portfolio).
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Section 2.11 ‘Finders and Investment Barnikers: Ne1ther Seller .no:r‘ any Acqmred -
Company nor any-oftheir respective officers, directors or-Affiliates has-efnployed a
investment banker, financial advisor, broker or finderin connection with the tr: tions

contemplated by this Agreement, except for Goldman, Sachs &.Co- (“Ggldman Sachs”) and
‘Milliman USA, Inc. (“Milliman”), or incurred any lisbility for any investment banki 1g; business
consultancy, financial advisory, brokerage or finders’ fees or commissions in connection withthe
" trangactions contemplated hereby, except for.fees payableto Goldman Sachs and Milliman, all of
which fees have been or will be paid by Selter in accordance V{rgit_h'thaagrcemeriiéfiﬁ;ef\veen's'ellef '
and Goldman-Sachs and Seller and Milliman. - S o -

Section 2.12  Collective Bargaining Agreements. No.Acquifcd Company 1s a party to or
subject to any collective bargaining agreement with. any labor unien. To theknowledge of

Seller, no-union organization campaign is in progress with :re-_spcct:féi"c_he Busi loyees.
" There are no labor controversies pending ot, tothe 'knowledg;é(o?f»zsl.él'lerz thireatened iti Writic
against any Acquired Company which, individually er in'the: aggregate; would reasonal ly be -
expected to result in a Material Adverse Effect on the Acquired Companies. There are ot any
: pendingicharges‘ag-ginst'Séll'er (relating to any bf thie Acquired Gompanies, ‘any-of their current

or former 'gmp]oyeésf ot thie Bank Channel Employees), any AcqmredCompany@r aiy cufrent or

<

former employees of Seller of any Acquired Compary by. any'-'iGovlem._tnentai ‘Entity-responsible
for the prevention of unlawful employment practices, and none of Seller or any Acquired

Company has received written ‘communication during thie past fhree years of the intent of any
Governmental Entity responsible for the enforcement of labor or employiet Taws 10 conduct an
investigation of or affecting any Acquired Company and, to the knowledge of Seltér; no such -
investigation is in progress. s o S

. Section 2.13 Insurance. Seller carries insurance with respect to the Acquired .
Companies with insurers that, to the knowledge of Seller, are solvent, in amount and types of
coverage which are customary in the industry and against risks and losses which are usually
insured against by persons holding or operating similar propetties and similar businesses. Except
as would not reasonably be expected to result, individually or in the aggregate, in a Material
Adverse Effect on the Acquired Companies, all such policies-are in full force and effect, all
premiums due and payable thereon have been paid (other than retroactive or retrospective
premium adjustments that are not yet, but may be, required to ‘be paid with respect to any period
ending prior to the Closing Date), and no notice of cancellation or termination has been received
with respect to any such policy which has not been replaced on substantially similar terms prior
to the date of such cancellation. To the knowledge of Seller, the business of the Acquired
Companies has been conducted in 2 manner so as to conform in all material respects to all
applicable provisions of such insurance policies. No material claims have been asserted under
any of such insurance policies or relating to the properties, assets or operations of the Acquired -
Companies since January 1, 2002. ‘

Section 2.14 Proprietary Rights.

23

[[NYCORP:2357394v19:4732W:03/16/04--04:22 p]}




e

(a)  The Acquired Company Proprietary Rights, together with the intellectual
 propexty being licensed under each of the Transitional Tradémmark Ticense, the Buyer
Intellectual Property License and the IP Side Letters, will immediatély after the Closing
be sufficient to conduct the business of the Acquired ¢ “ompanies as it.1 being

conducted. Part 2.14(a) of the Seller Disclosure Letter otth a
 of all material unregistered and unpatented Acquired C
' respect.to all Acquired Company Proprietary Rights that

. | or subject to a

application for registration in the United States, Part e S ﬂerDlsclosﬁre -

Letter sets forth a list of all registered Acquired Company Proprietary ghts and aTistof .
all jurisdictions in.which such Proprietary Rights are registered, or registratiops applied

 for and-all registration and application numbers, - All the. material ‘Aequired Company
Proprietary Rights have been.duly registered i in
Governmental Entity where such registration, filing or.1ssu; €cessary e’
conduct of the business of the Acquired Companies as.it is presently conducted. e
Acquired Companies are the owners of, and, to-the knowledge of Seller, have the 1i ght to.
use, execute, reproduce, display, perform, modify, enhancs, distribute, prepare derivative
works of and sublicense, without payment to any other Person, all the Acquired Company -
Proprietary Riglits, and the consummation of the transactions.contemplated heréby -does
not and - will not coriflict with, alter or impair any:suchrights; and since Janiuary 1,2002
neither Seller nor any Acquired Company hasirecgived any:wiit 'énf'¢9muili,0éi’tion'ﬁ'0m
any Person asserting any ownership interest in any Acquired Company Proprietary
‘Rights. Neither Seller nor any Acquired Company has granted any ficense of any kind
relating to any Acquired Company Proprietary Rights (other than to an-Acguired
Company). SR U

(b) : To the knowledge of Seller, the operations of the Acquired Companies do

~ notviolate, conflict with or infringe and, to the knowledge of Seller, sinice January 1, -
2002, no-Person has asserted in wiiting to the Acquired ‘Comipanies that such operations
violate, conflict with or infringe any patents, copyrighits or trademarks owned by any
third party. To the knowledge of Seller, there are no-third parties whose operations
infringe nor has anyone asserted in writing that such operations conflict with or infringe,
any Acquired Company Proprietary Rights. - :

Section 2.15 Compliance with Law. The businesses of the Acquired Companies have
been conducted in compliance with all Laws applicable to the Acquired Companies, except for
instances of non-compliance which would not reasonably be expected to have, individually or in
the aggregate, a Material Adverse Effect on the Acquired Companies. None of the Acquired
Companies or any Registered Investment Company or Registered Separate Account has received

any written notice of any alleged violation of Law from a Governmeéntal Entity since January 1,

2002 (other than written notices which have been cured or otherwise remedied), and there are no
pending or, to the knowledge of Seller, threatened hearings or investigations with respect to any
such violation. To the knowledge of the Seller, there is no unresolved violation or exception by
any Governmental Entity with respect to any report or statement relating to any examination of
any Acquired Company or any Registered Investment Company or Registered Separate Account.
This Section 2.15 ddes not relate to matters covered by Section 2.17, Section 2.1 8, Section 2.19
or Section 2.20. '
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Sesion216 el Brpesy b

‘ (a) Each of the Aoqmred
1o the real property hsted ‘ont Part"z.l 6(a).of the Sel
“all Llens except (6] takés n yet g i) suc r‘m'egul ties of title or’
other Liens as.do not and would not reason e-expecte ‘o fatéridlly affect the use of
the real prOperty subJ ect the_r ffected fhereby or otherwwe matenally 1mpa1r '
' busmess operatlons at such propertl S, . :

(b) * Part 2 l6(b) of the’ S'ellerchsclosure Letter sets forth the address of each
matenal parcel of property leased or suB‘leas by 4n Acguired: Company (each; a :
«f saged Propérty”); and & true’ and eteTist-of all leases for each sueh Leased o
Property (each, a “Lease”) (meludmg "‘ihe and name of the partl" ]

, Wlth respect to each of the Leases ~ : Lot

’ -(i')j - such Lease i/ vahd and m‘full foree' and eﬁect' -

@) to the knowledge of Seller the transaotlons contemplated in a this
- Agreement do not reqmre the consent of any othet party to- 2 Lease, an assignment
~ of Lease or & sublease : : R

(111) - to the knowledge of Seller (A) the Acqulred Company or any.
other party-to the Lease is notin breach or default under such Lease, and'(B) no
event has occurred or circumstance exists which, with the dehvery of notice, the
passage of time or both, would constitute such a breach or default, or permit the
termmatlon mochﬁea’non or. acceleratlon of rent under such Lease,

Cere s

(iv) . to the lcnowledge of Seller, the Acqulred Company has not
subleased, licensed or otherwise- granted anyone the right to use or occupy such.
Leased Property or any portlon thereof; and: :

) to the knowledge of Seller, the Acquired Company has not
collaterally assigned or granted any other security interest in such Lease or any
mterest therein. - :

(¢)  The Leased Propertles comprlse all of the real property used in the
business of the Acquired Compames as cun'ently conducted.

Seetlon 2.17 Licenses and Permits.
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- Acquired Comparnies:. _ ...

t

{a) . Boxcept as otherwise expressly addressed in Section 2.7, the-Acquired
Companies and each Registered Tnvest Fees e
have obtainéd; and are and have at & . eon i
ll respects with; all Hecessaty licenses, pe
authorizations, declarations and filings requited’by:al T &
conduct of the businesses and operations of the Acquired Companies as now conducted
‘ rétoHidve obtaified-or
the aggregate, would not
; .'Ach}_i{éd

" (collectively, the “Required Licenses™), except where the fail
complied with any such Required Licenses, individually or
reasonably be expected to result in'a Material Adverse Bffect
Compumies. e AR it

&t foith

(b)  Part2.17(t) of the Seller Disclosure Lelter séts for
titéen Ti6

Licénses. . Since January 1,2002, Selter has nét rece
- Proceedings relating to.the revocation 6r'modification of
of which, individually, or in the aggregate, wwould reasond
‘Material Adverse Effect on the Acqull
except for the “rélicensing” fequirements in
~ Seller Disclosure Letter and.any similar requ ire
by the change in control of the Insurance!
any Governmentd] Entity sooner than 90. da
* Required Licenses will be sibject to suspeisi .
" as a result of the execution and delivery of this Agreéirient of theo T

Documents or the cofisumination of the transactions coritemplated hereby

ssaction
or fhiereby.

Section 2 .18  Environmerital Matters. Except for such matters that, individually or in

the aggregate, would not reasonably be expected to result inaMatetial Adverse Effect on the

(@  ecach of the Acquired Companies is, and has been, in compliance withuall
Environmental L.aws, and none of the Acquired Companies has received any communication that
alleges that any of the Acquired Companies are in violation of, of have liability under, aty. .

. Environmental Law;

- - (b) eachofthe Acquired Companies lias obtained and is in conipliance with
all Environmental Permits necessary for its operations as currently conducted;

(© there are no Environmental Claims pending ot, to thet_knowledgé of Sellér,
fhreatened in writing, against any of the Acquired Companies;

() there have been no releases of any Hazardous Material that would
reasonably be expected to form the basis of any Environmental Claim against any of the
Acquired Companies or against any Person whose liabilities for such Environmental Claims any
of the Acquired Companies have, or may have, retained or assumed, either contractually or by
operation of law; and ' ‘ : :

-(e) (i) none of the Acquired Companies has retained or assumed, either
contractually or by operation of law, any liabilities or obligations that could reasonably be
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